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MARKET REACTION EFFECT OF DIVIDEND ANNOUNCEMENT ON 
MANUFACTURING COMPANY 
 
 
 
Abstract 
 
Dividends are considered to have a good signal that can be trusted. 
Company managers use dividends as a means to inform the market about the 
future prospects of the company. Announcements that contain information in the 
form of dividend announcements could impact the market reaction reflected in 
changes in the stock price, trade volume and abnormal return. 
 
The purpose of this study was to analyze the market reaction to the stock 
price, trade volume and abnormal return on the announcement in the company's 
dividend Manufacturing. The sample used in this study is a Manufacturing 
company in Indonesia Stock Exchange (BEI), which declared a cash dividend for 
the year 2008-2010. This study tested using One Sample t-test and Paired Sample 
t-test to know the difference before and after the dividend announcement. 
   
This study uses the Event Window 7-day observation period. The results of 
this study showed significant which means that there is market reaction to 
changes in stock prices and trading volume, but, not for the abnormal return 
which showed no significant results. This means that the dividend announcement 
is generally assumed to be a bad news that does not affect the abnormal return. 
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